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PASS TREASURY AND FEDERAL RESERVE 

E.O. 11652: N/A 
TAGS: EFIN, JA 

SUBJECT: TOKYO FOREX MARKET DEVELOPMENTS 

REF: TOKYO 1035 

1. SUMMARY: TOKYO FOREX MARKET OPENED WEEK OF JAN 27-31 

WITH DOLLAR WEAKENING ABRUPTLY IN RELATIVELY CALM MARKET WHICH 
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PREVIOUS LOSS HAD BEEN FULLY RECOVERED, BUT DOLLAR WEAKENED 
SLIGHTLY IN REMAINDER OF WEEK. IN FORWARD MARKET DOLLAR 
REMAINED AT SLIGHT PREMIUM. END SUMMARY. 

2. FOLLOWING ABRUPT WEAKENING OF DOLLAR ON TOKYO FOREX 
MARKET JAN 23-24 (REPORTED REFTEL) DOLLAR CONTINUED 
DECLINE EARLY PART OF FOLLOWING WEEK. ON MONDAY, JAN 27, 
CENTRAL SPOT RATE OF 295.10 WAS WEEK'S LOW BUT DOLLAR 
RALLIED SHARPLY TO 298.50 ON WEDNESDAY BEFORE CLOSING WEEK 
SOMEWHAT LOWER AT 297.85 YEN/DOL, (ALMOST YHSAME AS FRIDAY OF 
PREVIOUS WEEK.) 

3. DEVELOPMENTSHEARLY THIS WEEK REFLECTED REPORTS OF 
CINTINUED YEN PURCHASES ON NEW YORK MARKET BY NON- 
JAPANESE BANKS.. THIS WAS NOTED BY BOJ OFFICIAL AS 
CHANGE FROM TOKYO FOREX MARKET'S NORMAL ISOLATION FROM 
OTHER MAJOR CURRENCY MARKETS. TOKYO CONTINUED TO FOLLOW 
NEW YORK-EUROPE LEAD ON WEDNESDAY AS DOLLAR STRENGTHENED. 
NEAR END OF WEEK TOKYO MARKET RESUMED RELATIVELY 
INDEPENDENT DEVELOPMENT. DOLLAR DECLINED IN MODERATELY 
ACTIVE TRADING TO 297.20 YEN/DOL ON THURSDAY BUT 
RECOVERED TO 297.85 YEN/DOL FRIDAY IN A CALM MARKET. 

4. SLIGHT STRENGTHENING OF YEN DURING LAST TEN DAYS OF 
JANUARY REFLECTS NOT ONLY WEAKNESS OF DOLLAR ON INTER 
NATIONAL MARKETS BUT ALSO SOMEWHAT RENEWED CONFIDENCE 
ABOUT JAPAN'S TRADE PROSPECTS AMONG TOKYO TRADING COM- 
MUNITY. NEVERTHELESS, LACK OF SIGNIFICANT DIVERGENCE 
BETWEEN SPOT AND FORWARD RATES INDICATES THAT NO MAJOR 
REALIGNMENT OF YEN/DOL RATE IS EXPECTED BY TOKYO FOREX 
MARKET PARTICIPANTS. FINMIN OHIRA STATED ON TV THAT 

FOR TIME BEING FOREX RATE WILL REMAIN STABLE AT AROUND 
THE 300 YEN/DOL LEVEL, DURING MORNING APPEARANCE ON 
EDUCATIONAL CHANNEL JAN 30, AT WHICH HE DISCUSSED 
CURRENT ECONOMIC SITUATION AND MOF ANTI-INFLATIONARY 
POLICY. 

5. FOLLOWING ARE DATA FOR SPOT AND FORWARD DOLLAR RATES 
AND VOLUMES DURING PAST WEEK: 
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CENTRAL FORWARD DOLLARS 

SPOT RATE (PREMIA IN PCT. O.A.) SPOT VOL 

(YEN/DOL) 3-MO 6-MO (MIL DOL) 


JAN 27 295.10 

2.03 

0.47 

85. 

28 

296.40 

0.13 

1.15 

71.7 

29 

298.50 MINUS 0.67 

MINUS 0.50 

30 

297.20 

1.08 

0.74 

97.3 

31 

297.85 

0.47 

0.42 

76.1 
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WEEKLY FWD VOLUME WAS $415 MIL AND SWAP VOLUME $475 MIL. 

HODGSON 
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